pROPERBTY OF 


TON UNIV : 
aoe oon JUL 30 1946 


spposa ly 





JULY 1946 























Lloyds Bank Limited 


Head Office: 71 LOMBARD STREET, LONDON, E.C.3 





Chairman 
THE RT. HON. LORD BALFOUR OF BURLEIGH, D.L. 


Deputy -Chairman 
SIR AUSTIN HARRIS, K.B.E. 


Vice-Chairmen 
SIR FRANCIS A. BEANE R. A. WILSON 


Chief General Managers 
E. WHITLEY-JONES' A. H. ENSOR 


Joint General Managers 


F. S. CHEADLE W. B. MAYLES 
R. G. SMERDON, M.C. R. T. FAGAN, D.F.C., 


Assistant General Managers 
H. R. HARRAWAY F. O. FAULL (Administration) 
E. J. HILL A. J. FAUX P. GRAY 


Editor of Lloyds Bank Review 
ALWYN PARKER, C.B., C.M.G. 























<< 











A Message from the Chairman 


T is my privilege to send a greeting to our friends 
throughout the world on the reappearance, after 
the war interval, of LLoyps BANK REVIEW. 


The aim of our REVIEW is to make such contribu- 
tion as lies in our power to the great national objects 
of policy ; at home, a high and stable level of employ- 
ment; abroad, friendship and collaboration with 
other nations, and in particular with the United 
States of America and Soviet Russia. 


Who can doubt that these policies are not only 
themselves mutually interdependent but that they 
are also indispensable to the attainment of that pre- 
requisite to peace, a rising standard of living through- 
out the globe? A world of famine has to be trans- 
formed into a world of plenty, and then the vast 
productive power of the earth must be harnessed, 
as never before, to the service of mankind. 


The British Commonwealth and Empire has a 
part to play, we believe, second to none in the new 
world which is being so painfully brought to birth 
before our eyes. With the development of world and 
Empire air communications London’s banking sys- 
tem will have new services to render to the world. 


In the years ahead our Review will have the 
progress of great events to observe and to record, 
and answers to many problems to seek and to discuss ; 
may I commend to our readers the statement by our 
Editor of the policy which will inform our contri- 
bution to the common effort ? 


BALFOUR OF BURLEIGH. 
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Editor’s Foreword 


OWARDS the end of his History of Europe, which 
begins with neolithic man and concludes with Stalin 
and Hitler, H. A. L. Fisher tells us that : 
The lesson of European history is that Europe is 
never settled, but always restless and uneasy. 

Of few periods can this be more true than of the seven 
years since this Review last appeared, years of overwhelming 
change and full of far-reaching consequences for human life. 
A long train of events has unset every joint of the political 
fabric in many parts of the globe and effected a new distribu- 
tion of the force of nations. And when we turn from the 
shambles of the battlefield, as from the chaos produced in 
the economic field, to scrutiny of the future and look out 
on the world, how uncomfortable a spectacle it discloses. 
Conflicting ambitions and inveterate feuds keep the world in a 
perpetual fret and fever of uneasiness. 

Of one thing we may be assured. We shall never find 
our way through the terrible imbroglio that the War has 
created unless we realize the need, the imperious need at home 
and abroad, of co-operation and goodwill. This is what 
principally matters in the context of events. To prefer strife 
to conciliation is nothing less than the abdication of morality 
itself, for we are all creatures of a common history. It may be 
said at once that the first aim of this Review, in an outlook 
which will seek to be world-wide, will be to suggest points 
of accommodation, mutual help, and constructive compromise, 
nor will it fail to stress those points as to which a consensus of 

£opinion has already been voiced. Thus in the White Paper 


®on Employment Policy (Cmd. 6527) presented to Parliament 


gin May, 1944, the members of the late Coalition Government 
were at one in their belief that : 
Without a rising standard of industrial efficiency 
we cannot achieve a high level of employment com- 
bined with a rising standard of living. 
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Yet we live in conditions where people find it just as easy to 
quarrel as to agree, for as John Selden wrote three centuries 
0: 

- In troubled waters you can scarce see your face, 
or see it very little, till the water be quiet and stand 
still. So in troubled times you can see little truth. 
When times are quiet and settled, then truth appears. 

It is a commonplace of historical observation that there 
is nothing so efficacious as a great war in breaking down the 
hard crust of custom, for the wheels of history run rapidly 
then and processes which might otherwise be slow and gradual 
become swift and vehement. We may rejoice at this or we 
may dread it. But whether we like it or detest it, few would 
deny that our present situation offers a series of social and 
economic questions of the highest practical importance and the 
most invigorating theoretical interest. Only posterity will be 
able to see them as a whole, but at least we know that they are 
questions requiring the resolution of obscure and complex 
objects into their component aspects. This implies, of course, 
a great deal of investigation, at once sanguine and sceptical, 
with a readiness to listen to the argument on the other side. 
Those who entrench themselves behind unexamined shib- 
boleths and repel the scrutiny of accepted prejudice are not 
the best guides ; truly, they are “‘ damn’d, like an ill-roasted 
egg, all on one side.” 

Social and economic problems fill so large a sphere in the 
political prospect, obtrude themselves so continuously into the 
arena of debate, and excite such violent emotions when they 
do that the upshot is sometimes an accentuation of our ever- 
lasting human proneness to mix up different questions and to 
answer one point by arguments that belong to another.(') As 
Leslie Stephen reminds us, undoubtedly it is a very difficult 
task to be alternately witness and judge ; to feel strongly, and 
yet to analyze coolly. 

Even in a Review of this character, this hope may be ex- 
pressed without impropriety : if the world must become steadily 
more monotonously drab in its outer garment of economic 
circumstance, if men and women must to a large extent be 
ground into monotony by the friction of the social mill, let us 
preserve some guarantee for diversity of life and intellectual 


(}) of. Fisher, Right Hon. H. A. L.: The Common Weal. (Oxford, 1924), p- 63- 





| 
| 
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adventure, or else we shall suffer a moral and material im- 
poverishment in the process. 

In any case the editor of such a REVIEW must tread warily, 
not seeking to play the missionary among people better 
informed than himself on party politics, yet convinced that if a 
social or economic cause be right, just, and reasonable, then it 
should be commended not to a party but to mankind. Pro- 
vided this delicate task be performed by his contributors with 
frankness and simplicity, and by an apt and cogent recital of 
the facts, provided the style be terse, luminous, and pregnant 
with meaning, they may, perhaps, open up new vistas and 
uncover new facets. It will, no doubt, be necessary for them 
on occasion to enter into minute detail, but the reader will 
put up with this if taken quickly across the dreary patches, 
especially if the narrative flows briskly, omitting all heedless 
writing, all needless technical diction, all intentional am- 
biguities. The reader should never have to rub his eyes and 
wonder whither we are going. 

We must have uppermost in our minds that, small as is 
the wisdom with which the human race accommodates itself 
to the governing conditions of life, economic truths wherever 
they may lie have a way of enforcing themselves and may be 
trusted to prevail ; as we have somewhere read, they may, like 
nature, be expelled with a fork but they always return. Thus, 
to take a topical case : projects of nationalization will be judged 
in the final analysis hereafter very largely by the touchstone 
of whether or not, in each particular case, the transfer to State 
management has led to an improved level of life for the whole 
community and to an increased dividend for the nation. I 
advisedly say very largely, for we cannot weigh everything 
in material scales. 

No fine gift of discernment is necessary to perceive that, 
apart from the pains of original thought, there is nothing more 
valuable than the cross-fertilization of ideas and collective 
thinking. Our contributors accordingly will be chosen from 
a wide circle so that we may offer a transcript, not of mere 
fact, but of fact in its infinite variety, as modified by human 
preference. What is important is to seek to discover, with a 
tull sense of counter-balancing considerations, the plan and 
groundwork of a convinced and effective life. 

Here then, in a generalized outline, are the broad prin- 
ciples we shall endeavour to follow in these pages. From time 
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to time we shall include articles bearing on outstanding 
developments in Canada, Australia, New Zealand, South 
Africa, and India, where Lloyds Bank has branches or many 
old and valued connections. We shall enlist well-known 
writers from the United States and the Continent of Europe. 
And we shall certainly not overlook the Far East as a vast and 
promising area of progress and mutual commercial advantage. 
And, finally, since to quote Professor G. N. Clark : 


To be well governed, a world, like a horse or a 
man, must be known and understood, 


we shall devote a quarter of our available space to diagrams 
and statistical data, thus seeking gradually to bring together, 
in a clear and rapid conspectus, a mass of material not other- 
wise readily accessible to the general reader. 


Death has been a familiar figure in every home in our 
land during the past seven years. And it is sad to think that, 
when the paramount need of the hour is to see, and make 
others see, the world through plain glass, the War should have 
robbed this Review of two of our ‘most brilliant contributors, 
Lord Keynes and H. A. L. Fisher. 

Lord Keynes was a versatile path-finder if ever there was 
one, and his mind ranged from music to economics and from 
science to philosophy. It was an active, challenging, searching 
mind, contemptuous of complacency and convention, but with 
a constant concern with large problems of social and intellectual 
interest. His thesis was not always easy to comprehend in 
some of his technical treatises, but that he could be a master 
of the art of prose composition, strong, limpid, and vital, all 
readers of his Essays in Persuasion will attest. But the last 
claim he would have advanced is that his own course had been 
static or his conduct consistent. Indeed, he had the art of 
accommodating himself to every new scene and his alignments 
on issues and policies were many and very mutable. Thus, 
although the last years of his life were devoted to the exposition 
and promotion of an enlightened internationalism, so much so 
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indeed that he may be said to have given his life for this cause, 
there was a phase in his career when he coquetted with another 
point of view. His advice could change overnight ; this would 
be somewhat disconcerting to those charged with implementing 
policy. But there are few who do not now fully recognize that 
his remarkable qualities were, on the whole, employed to the 
great and lasting advantage of his country and the world. His 
wonderful tact for circumstance, his weighty learning, dominat- 
ing by its mass, his close argumentation, deeply impressed his 
contemporaries. 

If, for a brief spell, that great humanist, H. A. L. Fisher, 
could revisit us at this critical pass, we should almost see the 
play of his features and hear the inflexion of his voice as he 
warned us that no law or policy can in the long run prevent 
men from buying in the cheapest and selling in the dearest 
market ; warned us that money is not the true foundation of 
wealth, nor international trade a money warfare, but rather an 
exchange of goods and services from which both parties profit ; 
warned us that a great and continuous flow of international 
trade is the strongest of many ways in which the nations of the 
world may be helped against the ruinous folly of war, for such 
unfettered trade throws into a forced and fruitful communion 
minds of the most different temper, giving them an elasticity 
and many-sidedness which might otherwise be wanting; 
warned us, above all, that the main hope and promise for 
humanity lie in the preservation and improvement of that high 
standard of life and achievement which was only reached after 
long centuries of evolution by the more gifted peoples of 
Europe. 

Each of the sentences cited in the preceding paragraph is 
garnered from one or other of the Warden’s published books. 
His prose never failed of the mark; his was the gospel of 
intellectual courage and truth, of the duty of everyone to 
contribute as best he may an independent judgement to the 
common stock. Nor can I do better than close this Foreword on 
a note of confident hope, by recalling a passage he quoted 
during our last walk, in full prospect of the Saxon Weald he 
had described with a subtle attraction in The Beauty of England. 
It was the Spring of 1940, when he had been dwelling sadly on 
the calamities of the present age and the deplorable failure to 
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achieve a lasting peace. The passage is from The Storm at Sea 
by Alcaeus, in C. M. Bowra’s translation : (*) 

Patch up with haste the gaping side 

And into a safe harbour ride ! 


Let no soft fear lay hold of anyone ; 
Before us lies a great task to be done. 


Remembering the past and how 
We suffered, prove our manhood now ! 


ALWYN PARKER. 


a (4) Ti he Storm at Sea will be found on page 199 of The Oxford Book of Greek 
Verse in Translation. (1938). 








mp. 





1946 and 1919 
By Professor A. C. Pigou 
I 


OOKED at in the broadest and most general way, the 

impact upon the economic life of this country of the second 

German war was strikingly similar to that of the first. 
For wars of such a scale and character this was to be 
expected. It was inevitable that the man power of the country 
engaged in military and civilian activities together should 
expand substantially; that a large transfer of resources out 
of occupations, such as building, devoted mainly to civilian 
uses, should be made to the Forces and munition making ; 
that the volume of resources engaged in adding to and main- 
taining domestic civilian capital should be greatly curtailed ; 
that a country, which, like Great Britain, is able to draw 
munitions of war from abroad by selling assets or creating 
debt there, will make use of these means of augmenting its 
war strength; and so on. It was inevitable too that many 
persons in the prime of life should be killed and many injured ; 
and also that substantial material damage should be suffered 
from enemy action. These are essential characteristics of any 
modern large-scale war. But in detail and in quantity they 
will naturally differ on different occasions ; just as the mone- 
tary and fiscal devices through which warring governments 
obtain control over the real resources that they need will 
differ. Before we consider the way in which the post-war 
problems of 1946 are related to those of 1919 it will be appro- 
priate to say a little about the direct impact of the two wars, 
as regards, first, the mobilization of British man power—man 
in Mr. Churchill's phrase ‘embraces’ woman—during their 
course, and, secondly, the magnitude of the direct loss which 
we suffered through them. 


II 
THE MOBILIZATION OF MAN POWER 


It is often suggested that the extent to which the man 
power of this country was mobilized in direct and indirect 
support of the war effort was substantially larger in the second 
than in the first world war. Writing hurriedly, I have not been 
able to go into the statistics of this matter as carefully as I 
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should have wished. My broad impression, however, is that 
this suggestion is somewhat misleading. At the end of the 
first war there appear to have been some four and a quarter 
million (‘) more men in the armed Forces than there were at 
the beginning, while industry (including distribution) taken 
as a whole, when the new entrants, chiefly, of course, women, 
are set against the withdrawals, seems to have been employing 
some three quarters of a million fewer persons. At the end 
of the second war the armed Forces and civil defence showed 
an expansion of some four and a half million, and industry a 
contraction of somewhere about one quarter of a million. 
Thus for the first war the net expansion in the number of 
persons at work in the Forces and in industry together seems 
to have been in the neighbourhood of three and a half millions, 
for the second in the neighbourhood of four and a quarter 
millions. This—shaky as the figures are—bears out the com- 
mon view. It must be borne in mind, however, as will appear 

resently, that the loss of human life in the first war exceeded 

y nearly 400,000—on the assumption that the numbers of 
merchant seamen and fishermen lost at sea were similar in both— 
the corresponding loss in the second, while, presumably, the 
number of men completely incapacitated was also much larger. 
To strike the balance fairly, we ought to add these men to our 
estimated three and a half million in respect of the first war. 
Moreover, at the beginning of the second war there was a very 
much larger mass of unemployed persons available to be 
drawn upon than at the beginning of the first; the official 
figure for mid-1939 is 1-3 millions. No doubt, it is proper 
to count the people who moved into the Forces and industry 
from unemployment as mobilized for the war effort on an 
equal footing with the rest. But the existence of this large 
cushion of unemployment undoubtedly meant that British man 
power was less fully mobilized for action in August, 1939, 
than it had been in July 1914 ; so that a part of the apparent 
excess of war-time mobilization in the second war was in a 
sense adventitious. On the whole, this generation cannot, 
I think, rightly claim to have “ done better”’ in this matter 
than its predecessor. Both did magnificently. In a very rough 
way we may reckon that in both wars additional man power 
came into action to the extent of some 20 per cent. 


() This estimate is based on the demobilization statistics. 
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III 
Direct Losses DuE TO WAR 

The direct damage that the recent war inflicted on this 
country may conveniently be separated into two parts, damage 
to human life and damage to capital assets. Two hundred and 
sixty thousand men in the armed Forces were killed and two 
hundred and seventy thousand wounded. Thirty thousand 
men of the merchant navy and fishing fleet were lost at sea and 
sixty thousand civilians died as the result of air bombardment. 
Grave as this loss was, it was very much less than that suffered 
between 1914 and 1918, when seven hundred thousand men in 
the British armed Forces were killed and one million six 
hundred and sixty thousand wounded. Thus, as regards 
human life, we escaped much more lightly this time than 
last. As regards capital assets, however, of which the most 
important individual items are, of course, ships and buildings, 
the balance tips strongly the other way. 

Aggregate British shipping losses, after allowing for replace- 
ments, which were large last time, were probably a little larger 
this time. In the collection of statistical material prepared for 
the Washington Conference it is stated: “‘ The United King- 
dom entered the war with a Merchant Fleet of some twenty- 
two million deadweight tons. In the course of the war more 
than half this tonnage has been lost as the result of enemy 
action. Part of the loss has been made good by new building 
and acquisitions ; but, excluding three and a half million tons 
of Dominion and foreign-owned vessels now operating under 
Charter, the United Kingdom Merchant Fleet, at 30th June, 
1945, amounted to less than three quarters of the pre-war 
fleet ’’('); it was smaller by some six million deadweight tons. 
At the beginning of the 1914-18 war the ships (of over one 
hundred tons) sailing under the British flag amounted to about 
twenty-one million gross tons, or, roughly, thirty-one million 
deadweight tons. For that war the difference between the new 
construction of merchant vessels of the British Empire and 
losses by direct war causes was three million two hundred 
thousand gross tons(?)—a little under five million deadweight 
tons. Total British tonnage available was less by some 18 per 
cent. at the end of that war than at the beginning ; the tonnage 
of vessels of ocean-going size being about 25 per cent. less.(*) 

() Cmd. 6707, p. 8. er = i ene 


(*) Salter, Allied Shipping Control, p. 363. 
(*) Fayle, The War and the Shipping Industry, p. 323. 
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Much more striking is the difference between the impacts of 
the two wars upon buildings. The background, as set out in 
a paper on Housing presented to Parliament in March, 1945, 
is as follows: “‘ In the years 1934-39 the total output of houses 
exceeded three hundred thousand a year.... By 1939, the 
proportion of people still living in unfit or overcrowded houses 
had been reduced to some 6 per cent. ; and over 30 per cent. of 
the population were living in new houses, which had been 
built since 1919. This progress was cut short by the war. The 
number of houses built between 1939 and 1945 has not exceeded 
two hundred thousand.”(') Not only, however, was the building 
of new houses enormously contracted—this had happened also 
in the earlier war—but also the damage to existing houses by 
direct enemy action, which then had been insignificant, was 
this time enormous. “‘ Houses destroyed or damaged by enemy 
action in the United Kingdom totalled four million. Of these, 
two hundred and ten thousand were totally destroyed and two 
hundred and fifty thousand were so badly damaged as to be 
rendered uninhabitable. ... Much of the property destroyed 
has consisted of industrial plants, which were naturally one of 
the enemy’s main objectives.’’(*) 

A third dominant item of a more general kind is constituted 
by our assets abroad. While British holdings of foreign 
securities seem to have been reduced to roughly the same 
extent in monetary terms, about a thousand million pounds, in 
each of the two wars, our accumulation of foreign debt in the 
second was immensely greater than in the first. Then, what we 
had lent to Europe was, nominally at least, about equivalent to 
what we had borrowed from America; this time, the net 
increase in our overseas indebtedness has ‘been not far short of 
three thousand million pounds.(*) 

Our aggregate loss of assets in monetary terms between 1939 
and the middle of 1945 is summarized in the White Paper just 
cited as follows : 


£ millions. 
Physical destruction—on land .. - 1-500 
” shipping (including cargoes) oe -700 
Internal disinvestment .. ee -900 


External disinvestment .. - - i 4-200 





() Cmd. 6609, p. 1. 
(@) Cmd. 6707, p. 13. 
(*) Ibid., p. 10. 
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This omits “any estimate of private (i.e., non-industrial) 
disinvestment—deterioration of dwellings, reduction of house- 
hold inventories, etc.—for which no estimate can be given. On 
the other hand, it also fails to allow correction for any possible 
post-war value of war-time capital work undertaken by the 
Government. But, in any case, a figure of £7,300 million would 
appear to be of the right order. Pre-war United Kingdom 
national wealth has been very roughly estimated as of the order 
of £30,000 million (at present prices), so that the loss of 
national wealth over the war period is about 25 per cent.” (') 
This figure undoubtedly represents a very much lange loss of 
real capital assets than Great Britain suffered in the first World 
War. 


IV 
Pecs AND HOLEs 


The periods immediately following the two World Wars 
both opened with an enormous number of men and women 
engaged in occupations in which they would henceforward be 
no longer wanted. Some of these persons, notably many 
married women and some men who had continued at work 
for patriotic reasons beyond normal retirement age, naturally 
took the opportunity of withdrawing from “ gainful occupa- 
tion.” But, of the great mass who wished to continue “ gain- 
fully occupied,” a very large number had perforce to change 
their employment. This is true of all the men demobilized 
from the armed Forces and of a substantial proportion of 
those who had been employed directly or indirectly in the 
manufacture of armaments. No doubt, many of those engaged, 
for example, on engineering work for the war, might expect to 
continue with the same firms when these were turned over to 
civilian work. Moreover, of the men demobilized from the 
Forces many in the older age groups would have a good 
expectation of going back to their pre-war jobs. In the aggre- 
gate, however, the number of pegs to be fitted into new holes 
was bound to be very large. In this respect the two wars were 
alike; the problem after the second being perhaps rather 
more severe because, on account of its longer duration, more 
men must have been absorbed into the Forces before the age 
at which they could establish themselves in civilian jobs. 


(*) Cmd. 6707, p. 14. 
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The difficulties associated with this adjustment of pegs to 
holes was bound on both occasions to be serious ; and that 
for four reasons. First, the number of persons that will be 
wanted for various sorts of work—the appropriate distri- 
bution of workers among occupations—at the end of a great 
and long war cannot be known in advance. After a very 
short war it might be reasonable to suppose that the pre-war 
distribution would still be approximately right. But after wars 
such as these two the whole pattern of economic life must 
inevitably be distorted; large changes are certain to have 
taken place in the comparative quantities of different services 
and goods to which purchasing power is directed. Some‘of 
these changes can, of course, be foreseen in a rough way. 
That workers in the building industry, for example, will be in 
much greater demand for some time to come than they were 
in 1939 is evident. But the picture as a whole in its quantitative 
aspects can only become manifest by degrees. 

Secondly, as happened after the first war and is bound to 
happen again, the comparative quantities of work wanted in 
different places—because some of these places are predom- 
inantly devoted to particular industries—are liable to be 
altered ; and the problem of adjustment to jobs is complicated 
by the further problem of adjustment to homes. 

Thirdly, at the conclusion of a great war there is not a single 
pattern of industry laid up in heaven, to which these adjustments 
have to be made. For the first year or two an abnormally large 
amount of work is needed in making good damage done to 
equipment, including, of course, ships and houses, by direct 
enemy action, in renovating equipment which has become 
worn out and could not in war-time be replaced, in modernizing 
factory plants, and, in general, in catching up with capital 
arrears. After a few years most of what is required in these 
respects will presumably have been done. That was so after 
the 1914 war, and, though this time, in the special case of 
building, what may perhaps be called the transitional period 
will certainly be much longer, even there it must eventually 
come to an end. Thus, to put the matter broadly, the appro- 
priate adjustment of pegs to holes for the first few years after 
a great war is substantially different from what it will be when 
things have more or less settled down. There must be two 
different adjustments, one following the other, not a single 
adjustment to a single stable pattern. 
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But even this is not all. Even though the total numbers 
required in each several occupation and place were at once 
fixed and perfectly foreseen, a fourth and very serious 
difficulty would remain. If some overruling authority could 
direct individuals to particular jobs in peace time, as the 
British Government did over a wide field during the second 
war, everything would be easy. But for Great Britain, even if 
that were desirable, it is certainly not politically feasible. 
Individuals must be left to choose for themselves. In normal 
times the pressure exercised through wage rates and employ- 
ment no doubt gradually moulds their choice as the “ invisible 
hand ”’ requires. But, where large movements are involved, 
this process is bound to be slow and inefficient, particularly 
when social insurance weakens the expulsive force of unemploy- 
ment as against occupations of contracting demand. “* Granted 
that fewer people are wanted in my occupation than are 
established there now, why should J be the one to move? 
After all, before long things may improve. I shall stick to the 
job I am accustomed to and to my home among my friends.” 

In consequence of all this, there is a very serious risk that 
large pockets of unemployment may develop, as they did 
develop between the wars; large numbers, especially of 
elderly persons, stranded in half derelict industries and towns 
because their jobs have run away from them and they have not 
been able either to catch up with them or to adapt themselves 
to others. This is a grave problem. To deal with it satis- 
factorily will test statesmanship to the utmost. At least, how- 
ever, about this, if about nothing else, we have been abun- 
dantly warned. 


V 
THE SPECIAL CASE OF SHIP-BUILDING 


When the first World War ended British tonnage available 
was, as we have seen, some 18 per cent. less than it had been in 
1914, while in vessels of ocean-going size it was as much as 
25 per cent. less. Owing to the enormous American ship- 
building programme, world tonnage had not decreased in that 
ratio ; indeed in June, 1919,it was some 5 per cent. larger than 
in June, 1914. Much of the new American shipping was not, 
however, well suited to the needs of peace. Partly for that 
reason, partly because of the abnormal proportion of shipping 
still in the hands of repairers and partly because of the growing 
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demand for ships for civilian use, in the spring of 1919 an 
acute shortage became manifest and freights in the free market 
rose to a great height. These high freights, the prospect of 
release from control, the general expectation of a world-wide 
boom in trade, the reduction in Excess Profits duty from 80 per 
cent. to 40 per cent., the natural desire to restore this country’s 
share of world shipping, which had dropped from 41-6 per 
cent. in June, 1914, to 34-1 per cent. in June, 1919, to the 

re-war level, all acted together to stimulate British ship- 

uilding. In spite of very high costs, at the end of 1919 nearly 
three million gross tons of merchant ships were under con- 
struction in British yards, almost a million more than in 
December, 1913; and the tonnage of merchant vessels (of 
over one hundred tons gross) launched in the United Kingdom 
in 1918, 1919 and 1920 (in thousands of gross tons) were, 
according to Lloyd’s Register, respectively 1,348, 1,620 and 
2,040. Moreover, not in this country only, but all over the 
world, ship-building boomed ; in such measure that by June, 
1920, world tonnage exceeded what it had been in 1914 by 
over 14 per cent. 

Now ships are durable goods, and durable goods, once 
made, endure! This not surprising fact entails that, if an 
abnormally large number of ships are built in one year or 
sequence of years, the total stock of ships in existence in the 
next period is pro tanto larger; and, consequently, even if 
there is no falling off in the total quantity of ships required 
then, the quantity of new ships so required must, in general, 
bemuch contracted. Thusa large expansion in ship-building in 
one period tends automatically to generate a large contraction 
in the next pang ; and when, as happened in the aftermath of 
the 1914-18 war, the second period coincides with a general 
recession in industry and nal the contraction may well be 
catastrophic. In 1922 one sixth of the world’s shipping was 
laid up in the ports.(') In the United Kingdom, average quarterly 
launchings, which had been 510,000 tons in 1920, fell to 
263,000 tons in 1922 and 162,000 in 1923—1.e. to one third of 
their peak level ; with an associated enormous volume of long 
continued unemployment among persons concerned with ship- 
building. At the conclusion of the second war the general 
shipping position was not essentially different from what it was 


(*) G. C, Allen: British Industries, p. 153. 
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at the conclusion of the first. Already by March, 1946, the total 
tonnage of vessels under construction in the United Kingdom 
was nearly 1,600,000 gross tons, as against 1,100,000 tons in 
the corresponding month of the preceding year and less than 
800,000 tons at the end of 1938.(') Ship buyers and ship builders, 
beware ! 


VI 
PRICES AND WAGES 


At the end of the first World War bank deposits had grown 
from 1,030 millions to 1,990 millions—a little less than doubled 
—and estimated currency circulating in the hands of the public 
from 128 millions to 393 millions at the end of 1919,(?) and, o> 
fore, presumably substantially less than this—t.e., substantially 
less than treble its pre-war amount—at the end of 1918. 
Between 1938 and 1945 the average monthly deposits of the 
clearing banks had grown from 2,270 millions to 4,690 millions 
—a little more than doubled—and estimated currency circula- 
tion with the public from 446 to 1,262 millions—a little less 
than trebled.(*) One might have expected in these circumstances 
that the various indices of commodity prices and money w. 
rates would have risen rather more during the second World 
War than during the first. In fact they moved, all of them less, 
some of them much less. The explanation of this is to be 
found chiefly in government policy. By very heavy taxation, 
forced loans (i.e., taxes repayable later under the system of 
tax reserve certificates), and elaborate propaganda to induce 
people to buy war loan securities in preference to goods, 
direct pressure was exerted to prevent money coming on to 
the market; while by stringent and wide-reaching price 
controls, rationing and priority devices, indirect pressure 
was exerted in the same sense. Moreover, the cost of living 
was held down by the payment of very heavy subsidies— 
at the end of the war these amounted to some 300 millions 
a year—in respect of goods entering into the cost of living 
index. By this means it was hoped, and the hope was 
in large measure justified, that the tendency, inevitable in 


@) Monthly Digest of Statistics, April, 1946, p. 87. 

(*) Cf. Kirkaldy: British Finance, 1914-21, p. 86, quoting from a pas by Reginald 
McKenna, Chairman of the London Joint City ~ Midland 

(?) Monthly Digest of Statistics, April, 1946, pp. 96 & 99. 
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war-time, towards large increases in money wage rates would 
be held in check—since one of the main grounds for such 
increases, namely a rise in the cost of living, was removed. 
The salient facts are as follows. Whereas in the first war the 
Statist index number of wholesale prices rose by 130 per cent., 
in the second the rise was only 80 per cent. ; the cost of living 
index number was up by 120 per cent. in the first period as 
against 32 per cent. in the second ; money wage rates by 80 per 
cent. in the first as against 50 per cent. in the second. Thus this 
country reached the end of the second war with a price and 
wage structure substantially less strained and extended than 
at the end of the first. 

This, however, is not the end of the story. For, with the 
earlier catastrophe, it was in the immediate aftermath, not 
in the course of it, that prices and money wage rates underwent 
the most violent disturbance. By the spring of 1920 the 
Statist index number of wholesale prices stood 37 per cent. 
above what it was at the Armistice, while, though the cost of 
living index had not yet risen by as much as 10 per cent, the 
index of money wage rates was up by some 30 per cent. This 
was the great post-war monetary boom, the prelude to the still 
greater post-war slump. Will history repeat itself? So far 
there is little sign of its doing so. From July, 1945 to April, 
1946, the Statist’s index of wholesale prices had not appreciably 
changed, the cost of living index had fallen slightly, while the 
index of money wage rates had, indeed, risen, but only by some 
6 per cent.('). It would seem that the lesson of the early 
1920’s had been learned. Whereas then it was the avowed 
object of the government to end all industrial controls, priority 
arrangements, price maxima and rationing of consumers’ 
purchases at the earliest possible moment, while the marketing 
of new securities, whose proceeds were to be applied inside the 
United Kingdom, was permitted without restriction as early 
as March, 1919, now great caution and wariness are being 
shown. The government is resolved, if it can, to hold back 
purchasing power from flooding into the market until there is 
a sufficient flow of goods there to meet it and prevent prices 
from soaring upwards. It is greatly to be hoped that it will 
succeed. We are bound, however, to bear in mind that there 
is an enormous mass of mamny | and of citmammmnenl scrip 





ms) Monthly Digest of Statistics, Aguil, soe, pp. 102-3 
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readily convertible into money in the hands of people, who, 
now that the war is over, are keenly anxious to use a part of 
their war-time savings for refitting their homes and for present 
enjoyment. Unless, as individuals, they are prepared to exercise 
restraint for some while longer, it will be very difficult for the 
government to implement its avowed policy. If the controls 
break down in America and prices soar there, or if the upward 
pressure On money wage rates is much intensified here, its 
best efforts to fend off an inflationary boom may be 
defeated. 

The boom of 1919-20 was followed by a devastating 
monetary slump. Thus the Statist index number, which, as 
we have seen, was 37 per cent. above the armistice level in 
the spring of 1920, had fallen by the end of 1921 to 31 per 
cent. below that level. The damage done was accentuated 
by the fact that, until the first months of 1921, money wage 
rates, under the impact of the preceding boom, continued 
to move upwards. Thus between April, 1920 and January, 
1921, they had actually risen 17 per cent. in the face of a price 
fall of 25 per cent. It was inevitable in these conditions that 
employment and aggregate real income should be very seriously 
contracted. Of course, there were important “ real’ causes 
behind the slump, causes which must have operated in some 
degree no matter how the money situation had been handled. 
The renovation of depreciated capital equipment and the 
restoration to normal level of the stocks held in warehouses 
and shops was nearing completion, and to that fact our economy 
had somehow to adjust itself. But, had the preceding monetary 
boom not taken place, or, if that could not be prevented, had 
the monetary authorities applied the brake less sharply or 
held it down for a shorter period, the slump might well have been 
less severe. At that time, working, as they were, in accord 
with the then generally accepted policy of restoring the £ 
sterling to pre-war gold parity as rapidly as possible, they had 
little freedom of manoeuvre. Now they are not subject to that 
restraint. Moreover, the government’s armoury of remedies 
and palliatives against a threatened slump is far better stocked 
now than it was then. There is reasonable hope that the shocks, 
the losses and the heavy unemployment that characterized the 
early 1920’s will manifest themselves, if at all, in a much less 
violent form. 
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VII 
EXPORTS AND IMPORTS 


During the course of both wars the volume of British 
commercial exports greatly contracted. This was inevitable 
in view of the urgent need of mobilizing our resources for 
combat. It has sometimes been suggested that in the second 
war the Lend-Lease arrangement with the United States 
enabled us to reduce our exports in a special degree, because 
it made unnecessary current payment for munitions and food. 
It must be remembered, however, that in the first war, so 
soon as the United States became a belligerent, unlimited 
credit there was at our disposal. The difference made by 
Lend-Lease was thus rather that it obviated the difficulties 
of the post-war settlement than that it helped us currently 
to obtain war goods without the need of sending out exports 
with which to buy them. The proportionate contraction in 
our exports was probably a little greater in the second war 
than in the first ; but not much. Thus in 1944 the volume of 
British exports—i.e. their value adjusted roughly for price 
changes—was officially estimated at 30 per cent. and in 1945 
(January to September) at 42 per cent.—this increase being 
partly accounted for by exports for relief purposes—of the 
1938 volume. (?) For 1918 no comparable figure is available, 
but for the year 1919 the Balfour Committee reckoned the 
volume of our exports in the above sense to have been 55 per 
cent. of what they were in 1913. Since 1919 was a full peace 
year, exports then must have been substantially larger than in 
the year before. It seems reasonable to conclude, therefore, 
that the proportions in which our exports contracted during 
the course of the two wars were not markedly different. 

The problem presented by the export situation after 
World War II is, however, different from the corresponding 
problem after World War I. On both occasions, of course, it 
was to be expected that we should be left with our foreign 
markets dislocated and some former overseas customers pre- 
pared to do without, or to make for themselves, goods that 
they had previously bought from us. These difficulties in the 
way of export recovery were common to both occasions ; and, 
indeed, after the earlier war the volume of our exports had 
only reached four fifths of the pre-war figure in 1924 and, even 





~ @) Cand. 6707, p. 8. 
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in the boom year of 1929, was well below that figure. But 
there is this fundamental difference. After World War I the 
ill consequences of the shortage of demand for our exports 
were chiefly the unemployment generated among people 
attached to the exporting industries and the further secondary 
unemployment in other industries indirectly due to that; ill 
consequences that might have been warded off, had means 
been found to transfer people more readily from making 
exports to other work. There was no consequential difficulty 
in obtaining the imports of food and materials required here. 
The reason for this was twofold. On the one hand, up to 1914 
we had been accustomed, out of the proceeds of our trade and 
the foreign interest accruing to us, to invest every year large sums 
abroad. The statistical data are defective, but it has been 
estimated (by Mr. Colin Clark) that the foreign investments 
made by Englishmen in 1907 amounted to 138 million pounds. 
Here there was a substantial cushion. By simply ceasing to 
make new investments abroad we could correspondingly add 
to our imports. But this was by no means all. At the end of 
the first war the terms of trade had moved strongly in our 
favour. As I have written elsewhere: “ A representative unit 
of British exports unchanged from 1913 was able to purchase 
20 per cent. more imports in 1924. A main reason for this 
marked shift in our favour was, no doubt, the fact that our 
imports consist chiefly of raw materials and food; for, as 
against pre-war times, these commodities throughout the 
world (apart from special taxation) fell greatly in value relat- 
ively to manufactured goods, of which we are large exporters. 
The expansion of agricultural production in the new world 
under the stimulus of the war, the resistance there to subsequent 
contraction and the determination of many European countries 
to re-establish, or even expand, the pre-war level of their 
agriculture were responsible for that.”(') As a consequence of 
these things, in spite of the contraction in the volume of our 
exports, the reduction in real terms of our receipts from ship- 
ping services and (as a result of the diminution in our holding 
of foreign securities) from interest accruing to us abroad, the 
volume of our net imports stood up extremely well. Except 
for the unhappy year 1921 it never fell as much as 15 per cent. 


(7) The Economic Position of Great Britain (1936), London and Cambridge Economic 
Service, Special Bulletin No. 43, p. 27. 
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below the 1913 level, and from 1924 onwards was substantially 
above that level. Now the situation is quite different. The 
export problem is a grave one, not mainly for the sake of the 
export industries, but because, unless it can be satisfactorily 
treated, we may find ourselves in great difficulties about 
essential imports. The vital fact that exports matter because 
they bring in imports, not because they are a national good 
in themselves, a fact which economists have long vainly tried 
to implant in the minds of ‘practical men,’ now stands out starkly 
and cannot be ignored. Upon this novelty of 1946, as against 
1919, there is call for a brief comment. 

It has become a commonplace of political discussion that, 
in order to secure henceforward the imports of food and raw 
materials required to maintain our standard of living, the 
volume of our commercial exports will need to be increased 
by some 75 per cent. above the 1938 level ; which obviously 
implies a very much larger increase in the money value of 
these exports. This figure of 75 per cent. is, of course, subject 
to wide error ; in particular a substantial shift in the terms of 
trade, such as occurred after the first war, might greatly modify 
it. But it is as good a guess as can be ventured now. Plainly 
an increase on such a scale will be very difficult to attain. If 
international co-operation breaks down and country after 
country shuts itself up in quota- and tariff-ridden efforts at 
self-sufficiency, it cannot be attained. In that event a heavy 
reduction in imports will be forced upon us. In order that 
our limited purchasing power shall be concentrated on vital 
food and materials, non-essentials will have to be kept out ; 
and war-time concentration on agriculture (particularly cereals) 
will have to be continued. In every important sense the country 
as a whole will be rendered much worse off than it would 
otherwise have been; and, though, by means of food sub- 
sidies and so on, the bulk of the burden may be held off the 
shoulders of the lowest income groups and passed to those 
better able to bear it, the general outlook will be greatly 
clouded. On the other hand, if political tension is abated, if 
hindrances to international intercourse and trade are not 
increased but lessened, and if the world as a whole moves 
forward to a period of prosperity, we should, it may fairly be 
hoped, reach or approach our target within the period of 
breathing space which the American loan—if it is sanctioned 
—will afford us. Whether the required conditions will be 
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satisfied, so that this will in fact happen, is beyond the range 
of prophecy. 


VIII 
CONCLUSION 


History never treads precisely the same path twice, and the 
general configuration of the world economy is greatly different 
in 1946 from what it was in 1919. But the record of what 
happened a quarter of a century ago is not without relevance 
to present problems. There are there in plenty signposts 
and danger signals. To interpret these aright and to use in 
the service of this generation such guidance as can be drawn 
from them is, especially for ministers labouring under heavy 
burdens, a hard task. But it is also a great opportunity. 


A. C. Picovu. 
KinG’s COLLEGE, CAMBRIDGE. 








Inflation and its Aftermath 
By W. Manning Dacey 


NY appraisal of war finance largely resolves itself into an 
A estimate of the degree of inflation which has been in- 
volved. On the present occasion, such an enquiry is 
greatly assisted by the invaluable White Papers on National 
Income, which permit a far closer insight than ever before 
into the actual workings of our economy and the technique 
of Governmental finance with its resultant effects on such 
factors as incomes, savings and consumption. One of the main 
purposes of this article is indeed to examine the detailed 
evidence contained in these White Papers about the failures 
and successes of the methods of finance adopted, and about 
some of the problems which war finance has inevitably left 
in its wake. 

Before this is possible, however, it is necessary to agree 
upon some working definition of inflation and its modus 
operandi. As a measurement of inflation current discussion 
tends to alternate between two indices. One is the expansion 
in the means of payment (cash and bank deposits) ; the other 
is the rise in prices (as measured by the cost of living, wage 
rates or some other price level). Neither criterion, we would 
suggest, is particularly relevant under present-day conditions, 
for neither goes sufficiently to the heart of the matter. Rising 
prices and expanding credit are, indeed, invariably associated 
with inflation, and are aspects of inflation which most directly 
concern the individual. But from the point of view of the 
economy as a whole, the most significant feature of inflation is 
not to be found in those phenomena ; it lies in the fact that 
inflation is a means of exacting forced savings from the public. 
In peacetime, an inflationary boom of the traditional type 
permits an over-expansion of the capital goods industries ; 
that is, it diverts to those industries a larger proportion of 
current productive resources than would be placed at their 
disposal by voluntary savings alone. Similarly, an inflation like 
that of 1914-18 enables a Government—which has the spending 
of the additional purchasing power—to divert to the war effort 
more resources than it could command through taxation and 
spontaneous savings out of existing incomes. In either case, it is 
the forcible diversion of resources away from the production of 
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consumers’ goods—in other words, forced saving—that is the 
essence of the process. 

Now, if it is forced saving that we are seeking to measure, 
price movements are clearly the appropriate criterion only in a 
completely free and uncontrolled economy, since it is only in 
such an economy that forced savings are exacted solely through 
the mechanism of rising prices. Let us consider this in greater 
detail. The classic mechanism of inflation in a free economy is 
familiar enough. The Government wishes to obtain control for 
war purposes of a larger proportion of total output than would 
be placed at its disposal by taxation and voluntary saving. To 
achieve this, it spends in excess of its current receipts from 
those sources, paying out as income newly-created money. 
Competing with the existing flow of spending, this diverts 
resources to the Government by bidding up prices and so 
reducing the purchasing power of the existing incomes. In the 
next stage, a larger dose of inflation will be needed to secure for 
the Government an equal command over resources, since prices 
and the money incomes of the public have both been increased 
by the initial dose of inflation. Hence the process tends to be 
cumulative and to end in a galloping price rise which under- 
mines confidence in the currency. It involves, moreover, a 
double measure of social injustice: for the forced savings are 
exacted mainly from those with small or fixed incomes, whereas 
the bidding-up process gives rise to a profit inflation which 
leaves the additional national debt created in other hands than 
those of the people who have actually suffered the deprivations 
involved. 

It has been said that the inflationary process is initiated by a 
creation of new money, the issue of additional notes or an 
expansion in bank credit. But the continuance of the process 
does not necessitate a continuing and corresponding expansion 
in the stock of money. Once the inflation is under way, the 
forced savings generated in the first stage, and held initially in 
the form of cash or bank credit, may well find their way into 
longer-term government loans. Such subscriptions drain off 
some of the additional credit created in the first period, so that 
an equivalent amount can be re-spent without a further net 
increase in the means of payment. Under such conditions, 
indeed, bumper subscriptions to long-term loans, or extreme 
buoyancy of revenue, merely drain off the paper profits of 
earlier inflation and must be regarded as an index of inflation 
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rather than of financial soundness. The result, in any event, is 
that the increase in the volume of money may well lag behind the 
rise in prices ; in the terminology of the quantity theory, the 
average velocity of turnover of bank deposits may rise, so 
that a given volume of credit can support a higher level of 
prices. Whether or not that in fact happens, what is really 
significant is not the movement in the volume of bank credit, 
or the total stock of money, but the total flow of spending 
from all sources in relation to the real resources available. 

In spite of belated and amateurish attempts at rationing 
and price control, the inflation of the 1914-18 war was basically 
of the classical pattern already described—a scramble for 
resources in a largely uncontrolled economy, with attendant 
profit inflation and wages lagging behind prices. But that 
picture clearly bears little resemblance to the methods and 
conditions of the war just ended. It was, in fact, an outstanding 
feature of this war, by contrast with the earlier one, that the 
allocation of resources between Government and the civil 
population was not left to the workings of the price mechanism 
and the bidding-up process. It was decided, once the frame- 
work of control had been erected, by direct restraints on 
spending: by rationing, price control, restriction of non-war 
capital formation, allocation of raw materials, requisitioning 
of property and direction of labour under essential work 
orders. 

In a controlled economy, deficit finance takes on a 
completely new character. Indeed, in the extreme case it need 
not be associated with rising prices at all. Let us suppose that 
the network of control eventually elaborated had been clamped 
on at the outbreak of war, and that in addition both wage rates 
end consumption goods prices had been frozen. Automatically, 
any increase in total output, together with some resources nor- 
mally devoted to producing consumer goods or maintaining 
capital, would be diverted to the Government. Money incomes 
would rise only as the reflection of an increase in total output ; 
and expenditure on consumption would automatically be 
curtailed in direct proportion to the cut in the supply of goods 
available for purchase. (') By hypothesis, there could be no rise 
in prices (except in response to any increase in real production 

(‘) Tue market price of consumer goods could, of course, be raised by indirect taxes. 
Our statement refers to expenditure on consumption at factor cost. (For definition see 
note om p. 43). 
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costs or in indirect taxation). If consumption is curtailed and 
prices are prevented from rising by direct controls of this 
kind, it is true that the distribution of the national income as 
between individuals, and even between broad classes of the 
community, will be very different from that produced by 
inflation in an uncontrolled economy. As between the Govern- 
ment and the public taken as a whole, however, the position 
will be fundamentally the same as in a normal inflation. The 
Government’s command of current resources is no less effect- 
ively increased, and that of the public no less effectively 
reduced, by either technique. Instead of the “ forced savings ”’ 
of the textbooks, in other words, we are confronted in a con- 
trolled economy with a new concept: the involuntary savings 
of a people prevented by direct controls from spending on 
consumption as large a proportion of their money incomes as 
they would wish. That does not mean active inflation, if it is 
desired to reserve that term for a rise in prices. But the savings 
generated by the physical restraints on spending have their 
counterpart in an addition to the national debt, either held 
directly by the public or held indirectly on their behalf by the 
banks as the equivalent of an increase in their deposit liabilities. 
To the extent that the savings are involuntary, there will be a 
tendency—almost regardless whether they are held meanwhile 
in liquid or long-term form—for them to be spent whenever 
the physical controls are relaxed. In other words, involuntary 
saving may be described as the “ suppressed inflationary 
potential.” The word potential is necessary, because it may 
be—and we hope will be—that when the controls are removed 
sufficient goods will be available to permit the spending of 
these savings without an inflationary rise in prices. 

To sum up the argument of this section : In a controlled 
economy, deficit spending as such need not drive up prices at 
all, but it involves the danger—by no means the certainty—of 
active inflation at some later stage. It will be objected, however, 
that prices nevertheless have risen and are rising, notwith- 
standing all the elaborate controls. That might admittedly 
mean that we have not relied exclusively on the technique of 
control but to some extent on the bidding-up process, as was 
undoubtedly true in the initial stages of the war and in some 
unimportant sectors of the economy throughout. But there is 
an alternative, and surely a more convincing, explanation : that 
for the most part the war-time rise in prices has reflected an 
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antecedent rise in costs, and especially in wage rates. The 
rising trend, in other words, has been the product not of 
financial technique (which at any rate from 1941 onwards 
could have achieved its purpose without forcing up prices at 
all) but of our methods of wage negotiation. For wage inflation 
may not be in its causation a monetary phenomenon at all. 
It may be compared to the rise in the cost of imports, and 
therefore of some domestic prices, at the outbreak of war for 
reasons that had nothing to do with our domestic monetary 
policies. A rise in wage costs may be equally independent of 
the methods of war finance adopted and of the general monetary 
Situation. It is true that a wages spiral could theoretically be 
checked by a deflationary monetary policy ; but that does not 





TABLE A. 


MOVEMENT OF SOME OF THE MAIN SERIES 
(1938 = 100) 





1939 1940 | 1941 | 1942 | 1943 1944 1945 





PRICES— | 
Cost of living index. . 102 | 119 | 128 | 129 | 128 | 130 | 13l 


All em goods—market | 











value /103 | 120 | 137 | 147 | 155 155 158 
All consumption goods—factor cost | 1014 | 117 | 128 | 136 | 141 (143 148 
Wage rates .. 100 | 1114 | 121$ | 130 | 1354 1423 149 
Goods and services bought by public 
authorities* ° 100 | 115 125 130 | 135 1374 1373 
All outputt . . | 101 }116 | 126 | 132 | 137$ 1414 142 
OUTPUT— | 
Consumption goods +“ -- | 100 | 90 83 82 79 83 86 
Gross national product .. -- | 106 109 | 115 | 121 | 123 | 125 | 125 
Total available outputt .. «» | 109 | 121 | 126 | 128 | 131 | 132 | 134 
INCOMES— 
Net national income sia -- | 107} | 1283 | 149 | 165 | 176 | 182 | 184 
Personalincome .. -- | 105 | 120 134 | 1483 160 | 168 | 175 
Disposable personal incomes -- | 104 | 118 | 129 | 139 | 148 | 1533 | 161 
Private income ° -- | 107 | 126 | 1453 / 160 | 1714 179 | 184 


106 | 122 139 | 155 | 164 166} | 164 


National wages bill . 





* Economist estimate. 

t Derived from indices for consumption goods, capital goods and public expenditure. 
Prices in capital sector assumed to have moved in line with consumption goods. 

t Gross national product plus borrowing from abroad. 

§ Personal income less direct tax payments and provision for accrued direct taxes. 
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mean that its emergence must be due to an inflationary mone- 
tary policy. (*) — 

Two opposite—but not, unfortunately, equal—forces have 
been simultaneously at work. On the one hand, successive 
Chancellors have sought to force down the public’s purchasing 
power into some accord with the inescapable fall in our national 
standard of living, by dint of increases in taxation which, 
though penal, are based on canons of equity. At the same time, 
individual trade unions have sought, consciously or un- 
consciously, to enable their particular members to avoid’ any 
reduction in their own standard of living by pressing for higher 
money wages. For the most part, the wages spiral fails in the 
long run to benefit even those participating in it; but the gains 
are not completely illusory, for the spiral does enable organized 
labour to increase its relative share of the goods available, at the 
expense of property-owners, those whose savings are invested 
in Government debt, pensioners, salary-earners and, indeed, 
of other wage-earners whose incomes lag behind the general 





TABLE B. 
AVAILABLE RESOURCES AND THEIR ALLOCATION 


(a) At Factor Cost and Current Prices 





| 


1938 1939 | 1940 | 1941 | 1942 1943 | 1944 1945 





£mn.'{£mn.| £mn.|£mn. £mn. £mn.' £mn. £ mn. 
Gross national product at 





factor cost .. oe -. |5,085 | 5,445 |6,427 |7,401 8,120 |8,638 8,921 9,003 
Drafts on external capital 70 250 804; 816 663 680 659 819 
Total resources available .. |5,155 5,695 | 7,231 |8,217 8,783 9,318 |9,580 9,822 


Home capital formation, gross | 759, 809), 357; 153 254 > 228 205 515 





Resources available for public 


authorities and private con- 
4,396 4,886 6,874 | 8,064 8,529 9,090 9,375 9,307 





sumption .. ee es 
Public expenditure on goods 

and services : -- | 794 |1,227 |3,078 |4,225 4,519 5,084 5,090 4,725 
Consumption .. os ++ 3,602 | 3,659 | 3,796 | 3,839 |4,010 4,006 4,285 4,582 





(*) In the early stages of the war, wage rates admittedly lagged behind the rise in the 
official cost of living index; but wage and salary incomes fully kept pace with the general 
fise in prices even in that stage. There is little evidence, in other words, that real con- 
sumption was being curtailed by adepreciation in the purchasing power of money wages; 
the check came through the financial restraint of increased taxation coupled with the direct 
restraint of the physical controls. 
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movement. This is not said in any attempt to apportion blame 
but as an objective statement of fact. To impute blame would 
indeed be pointless. Given the widespread tendency to think 
in terms of money wages instead of real wages (an unconscious 
tribute to the normal stability of our monetary system), and 
given the fact that trade unions have evolved for the primary 
purpose of pressing for higher money wages whenever the 
traffic will bear an increase, a wages spiral was inevitable. 

The rise in prices during this war, in short, has been 
almost entirely a cost inflation and not a profit inflation of the 
1914-18 pattern. It, therefore, has little connection with forced 
saving or at best provides only a partial measure thereof. For 
the most part, forced saving has been exacted by direct restraints 
on spending. Hence in tracing war-time inflation on this occasion 
we must have regard to two quite distinct phenomena; the 
active inflation reflecting mainly the wages spiral, and the 
suppressed inflationary potential generated by the controls. 
Unfortunately, it is only the active inflation which can readily 
be measured. Indeed, that can be done quite simply by reciting 
the rise in various price levels, as shown in Table A. It is 
suggested, however, that rather greater insight into the 
mechanics of inflation can be gained from another method 
of presenting the data. 





Taste C. 
AVAILABLE RESOURCES AND THEIR ALLOCATION 
(b) At Factor Cost and 1938 Prices 





1938 | 1939 | 1940 | 1941 | 1942 1943 , 1944 | 1945 





£mn.|£mn.|£ma.;£ma.)/£mn. £imn.| £mn.|£ ma. 
Gross national nen at 

















factor cost .. «+ |5,085 | 5,382 | 5,533 | 5,863 6,136 |6,283 | 6,360 | 6,340 
Drafts on external capi ital ee 70 248 6838 6356 490 482 456 558 
Total resources available - |5,155 | 5,630 |6,221 |6,499 |6,626 6,765 | 6,816 | 6,898 
Home capital hens ation, gros 759 800 305; 118 188 161 142 548 
Resources available for public 

authorities and private con- 

sumption .. én -- 4,396 4,830 | 5,916 (6,381 |6,433 |6,604 | 6,674 | 6,550 
Public expenditure on goods 

and services .. oe aia 794 (1,227 | 2,675 | 3,380 | 3,475 | 3,760 | 3,700 | 3,435 





| 


Consumption .. ee «+ |5,602 (3,603 | 3,241 3,001 2,963 | 2,344 | 2,974 | 3,115 
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For this, we require first a measure of the volume of 
physical output and its allocation between different uses. And 
that cannot be obtained directly from the White Paper, which 
measures income and output at prevailing prices and gives an 
index of price changes only for the consumption goods sector. 
To complete the picture, we must thank the private enterprise 
of The Economist, which has put forward its own estimates of 
the rise in prices of capital goods and of the things purchased by 
public authorities (notably, of course, munitions and other war 
supplies). It is freely admitted that the index chosen is largely 
arbitrary and a matter of guesswork rather than estimation ; 
but it is certain that the prices of war goods rose less than those 
of consumption goods (owing to mass production methods). 
The assumed changes as shown in Table A thus appear 
reasonable. 

Using these price indices, it is possible to revalue the 
White Paper figures in terms of 1938 prices, so that the changes 
then shown from year to year measure changes in the volume 
(and not the price level) of production. This has been done in 
Table C. The total resources available for all purposes, it will 
be seen, consist of our own gross national product—our total 
output, including that portion required for the maintenance and 
amortization of capital—plus supplies received from abroad on 





TABLE D. 
AVAILABLE RESOURCES AND THE «INFLATION FACTOR” 
Change on previous year 





1939 1940 | 1941 | 1942 | 1943 | 1944 | 1945 





£mn.| £mn. | £ma. | £mn./ £ mn. | £ mn. | £ mn. 
Resources available for public | 
authorities and private con- | 
sumption (at 1938 prices) .. | +434 | +1,086 
Public expenditure on goods | 
and services (at 1938 prices) | +433 | +1,448 | 
Supply of consumption goods 
(at 1938 prices) oe | + Lil— 32] 
Indicated change in consump- | 
| 


+465 | + 57 a a 
+705 | + 95| +285 | — 60 | —265 
—240 | — 38] —l19} +130 | +141 
tion spending, at values of 


previous year, if rise in 


—281 | — 49} —161 | +183 | 








prices halted os + 1|— 367 +209 
Actual change in cons ‘umption 

spending, at current values + 57/+ 137| + 43] +171] — 4] +279} +297 
“ Inflation Factor” .. wa 56 | 504} 324 220 157 96 88 
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credit or against payment in gold or other external assets. (') 
These resources were allocated between three basic uses: 
public expenditure, capital formation at home, and consump- 
tion. After providing for home investment, in other words, 
public expenditure and private consumption are in direct 
competition for the remaining resources. Hence, the supply of 
consumption goods is governed, first by the trend of total 
resources after providing for investment, and secondly by the 
trend of public expenditure. 

Table D analyses the changes in these magnitudes from year 
to year. In 1940, for example, the supplies available for public 
authorities and private consumption rose by £1,086 millions, 
but public expenditure increased by £1,448 millions, reducing 
the supply of consumption goods by £362 millions (all measured 
at 1938 prices). If the prices of consumers’ goods were not to 
rise during 1940, therefore, consumption expenditure would 
have to fall by £362 millions at 1938 prices, or £367 millions at 
the prices current in 1939. Actually, consumption spending in 
1940 rose by £137 millions, so that what we propose to call the 
“inflation factor’ in that year amounted to £504 millions. 

This concept of an “ inflation factor ’’ must, of course, be 
used with care.(*) In the first place, the actual figures shown 
have no particular validity, being derived partly from arbitrary 
assumptions about the movement of prices. Quite small errors 
in the estimation of price movements would substantially affect 
the apparent size of the inflation factor. Secondly, the latter 
does not mean that the price rise could in fact have been halted 
if only taxation and savings had at that point been stepped up by 
the amount shown. From 1941 at any rate, as has been said, 
the actual rise in prices was produced mainly by the wages 
spiral, i.e. by institutional factors quite independent of the 
technique of finance. 

If the figures are accepted, it will be seen that the implica- 
tions are highly reassuring, perhaps surprisingly so, for the last 
two years. The inflation factor of 1940 was by far the largest. 

(*) Lend-lease and mutual aid is rightly excluded, as forming part of the war effort of 
the country sending these supplies, not of our own war effort. Goods produced abroad are 
reckoned as part of the British war effort if they are paid for by exports, gold or foreign 


exchange, or constitute a post-war liability. Where Lend-lease goods enter into consump- 
tion, government expenditure is correspondingly reduced. 

() Arithmetically, of course, it measures simply the increase in the value of the total 
supply of consumers’ goods attributable to the rise in average prices over the year, and the 
figures arrived at are implicit in the price indices adopted for the calculation of changes 
in the national product in real terms. 
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In 1944, a small increase in available resources coupled with a 
slight fall in Government demands permitted a modest recovery 
in consumption. In the following year, a further slight rise in 
consumption was made possible by a decline in public 
expenditure greater than the decline in available resources. In 
both years, the “‘ factor ” appears to have been negligible—less 
than £100 millions on our figures. This conclusion is, of 
course, in direct contradiction with the gloomy construction 
commonly placed on the decrease in personal saving from the 
1943 peak, notwithstanding the subsequent rise in incomes. 

So much for active inflation. No similar estimate can be 
attempted for the amount of involuntary saving generated by 
the controls. Still less is it possible to estimate how long it may 
take before the pressure to spend involuntary savings will have 
subsided and the removal of controls becomes a practical 
proposition. One can only record that over the past six years 
public borrowing at home has aggregated close on £15,000 
millions, having its counterpart in the sterling balances 
accumulated by our overseas creditors, in unspent depreciation 
allowances, personal saving and undistributed profits. For 
some time war damage repairs, rehousing and the reconstruc- 
tion of industry must place a very great pressure on new 
savings. That pressure will only be aggravated by attempts to 
liquidate the involuntary savings of the past, on the part either 
of our own people or of overseas holders of sterling. 

Other things equal, the supply of voluntary savings under 
present conditions would undoubtedly be very ample. Kaldor 
has estimated (') that before the war as much as one-third of any 
increase in income would be saved, indicating savings of £560 
millions (at 1938 prices) out of a pre-war full employment 
income. This was placed only some 10 per cent. above the 
actual 1938 national income, whereas real output last year 
appears to have been as much as 25 per cent. higher. If any- 
thing like this level of production can be maintained, and if the 
estimate of one-third for marginal saving can be considered 
applicable in face of such sweeping changes, we could 
apparently count in normal conditions on annual net saving of 
the order of £1,250 millions a year, permitting gross investment 
of the order of £1,800 millions. This suggests that a position of 
equilibrium, allowing the removal of controls, should be 





(?) Appendix C to “ Full Employment in a Free Society,” by Sir William Beveridge. 
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attainable within a relatively short period. In the meantime, the 
admitted need for maintaining the controls is merely another 
way of saying that in a free economy voluntary savings would at 
present fall far short of requirements. 

Probably the only moral to be drawn is the unpalatable and 
all too familiar one: that if the public wishes to be rid of queues 
and rationing it must be willing not only to work hard but also 
to save voluntarily, and not merely under compulsion, a large 
proportion of its total income. So long as the controls remain 
and are effective the total volume of consumption will be as 
much under the control of the Government as during the war ; 
and if Government policy provides for some increase in 
consumption, as it must, then the aggregate volume of saving 
will automatically show a corresponding decline as a mere 
reflection of that policy, while the flow of subscriptions into new 
Government securities will be further reduced by the revival of 
private capital issues. What is important, however, is that 
willingness to save should be well maintained ; for it is the 
willingness to save, and not the actual volume of saving, which 
governs the pressure on the controls. Any hope of a return to 
a free economy is intimately bound up with the need for a 
revival of the National Savings effort. Meanwhile, the chief 
danger of inflation comes not from the general monetary 
situation but from an acceleration of the wages spiral, due to 
the removal of Essential Works Orders and resulting bidding 
up for labour. 
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Indian Cotton 
By P. G. Oulton 


To see the present Indian cotton position in perspective 
the current situation must be viewed against the background 
of the pre-war position. This will bring into relief the changes 
brought about by the war, many of which may well remain 
permanent. 

Amongst the numerous changes which have occurred, one 
is of outstanding importance and may continue for a period of 
years. This major change is the fact that in the years prior to 
1939 India exported some 52 per cent. of what she grew, 
whereas to-day her crop is not sufficient for her own needs 
cotton output having been perforce curtailed in order to 
expand the production of food. The position is further 
aggravated by the fact that out of current production perhaps 
5 per cent. is of surplus short staple which is not, under present 
conditions, required for spinning in India. This short-fall in 
production is at present being filled by drafts on stocks. Unless 
the growth of Indian cotton of suitable variety is increased, 
however, the deficit may in the future have to be filled by 
imports should the carry-over become exhausted. In normal 
circumstances this increase would present little difficulty but 
circumstances have not been normal, nor do they look like 
being so for a long time ahead. 

The recent reduction in the Indian crop has been necessi- 
tated by the urgent need to grow more food and this necessity 
persists to-day in an even greater degree than in the past year 
or two. Drastic cuts in cotton acreage have been made. It 
is estimated that the current crop is produced on 14,440,000 
acres of land, as compared with 23,490,000 acres in production 
during the cotton season for the 12 months ending August 31st, 
1939. The hope of a larger production in the near future 
must depend on better methods of cultivation rather than on the 
allocation of more land. Unfortunately, it must be some time 
before improved methods of cultivation, if they are adopted, 
can be expected to reflect themselves in increased output. 

The carry-over shown below does not include mill stocks, 
which in 1939 were 986,000 bales, equal to 3} months’ con- 
sumption. For 1946 they may be estimated at 1,540,000 bales, 
equivalent to 4} months’ consumption. 
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CoMPARATIVE STATISTICAL PosiTION (INDIAN COTTON). 
(Cotton Season is from September Ist to August 3lst.) 


(In thousands of Bales) 


SUPPLY DISTRIBUTION 
Free 
Free Mills Carry- 
Carry-over Con- over 
(Start of Crop Total sump- Exports Total (End of 
Season) tion Season) 


1938-39 .. 2,350 5,720 8070 3,151 3,294 6,445 1,625 
194546 .. 3,310 3,920 7,230 4,360* 1,000; 5,360 1,870 
(Estimated) 
* The war time peak was 4,307 in 1942-43. 


+ Actual business done is around 800,000 bales, and there is some hope 
that a total of 1,000,000 bales will be permitted. 


Crop.—The decline has been one not only of quantity but 
also of quality. It was realized that the stoppage of exports, 
occasioned by war, deprived India of many markets, notably 
Japan, which took a considerable amount of cotton grown in 
India but unsuitable for Indian mills. The problem was, 
therefore, to grow better raw material for local consumption. 
This was rendered all the more imperative by the fact that 
Government war orders called for materials embodying good 
quality cotton. 

This was the chief cause prompting the development of 
a new growth called Jarilla, and which to-day represents 
some 15 per cent. of the total production. Its spinning 
capacity in India varies between 14’s and 24’s warp according 
to quality, and it has largely replaced the “ Desi”’ variety 
grown throughout Khandesh, Berar, Central Provinces’ Hydera- 
bad (Deccan) and Central India. Broadly speaking, it may be 
said to have replaced the variety of Oomras which has been a 
household word to the cotton world for very many years past. 

Other noticeable changes included the virtual replacement 
of the old variety in the Broach tract by “ Vijay.” This has 
been a great success, combining all the previous properties of 
a high grade with a considerably improved staple. 


North—In the Punjab, long staple cotton increased 
slightly, LSS also, and the latter largely at the expense of the 
shorter staple 4F. The production of Bengals, however, 
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much decreased and was only about 50 per cent. of pre-war 
figures. In Sind, long staple also increased at the expense of 
the Desi variety. 

South.—The change here has not been so fortunate and 
generally speaking there has been more deterioration than 
improvement. Especially is this noticeable in the case of 
Westerns and Oomras. 

Mill Consumption.—Little need be said here except to 
stress the fact that even to-day production is still far short of 
demand, notwithstanding an increase in output of some 
36 per cent. Recent production figures are not yet available, 
but it is interesting to note the changes which have taken place 
in spinning counts ranges compared with total production of 
yarn : 

Calendar Year Calendar Year 


1939 1945 
(In ‘ 000’ Ibs) (Based on first 
9 months) 

Counts range up to 10’s oe 136,571 181,392 
a oo assewls’s .. 201,968 403,289 

am »  16’sto20’s .. 349,491 457,097 

ua » 2l’sto30’s .. 341,310 335,848 

am » Sl’sto4’s .. 167,746 160,272 

» 9» Above 40's... 91,613 81,577 
TOTALS 1,288,699 1,619,475 


Exports 


The question of exports of cotton is one which greatly 
affects the economy of the country as a whole. In 1938-39 
they represented 34 per cent. of the total exports of “ raw 
materials and produce chiefly unmanufactured,” and the 
average for the five years before was 42 per cent. 

Throughout the War, exports ranged between 126,000 and 
797,000 bales. A point of interest is the increased takings of 
the U.S.A. In 1938-39 the figure was only about 30,000 bales. 

_As regards current exports, it is understood that actual 
business done is around 800,000 bales, and there is some 

ibility of Government permitting up to 1,000,000 bales 
or the season. 

There has, of course, been a very considerable decline in 
exports, as well as important changes in the destination of 
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shipments. Both movements are brought out by the following 
table (figures are for bales) : 





Season Season 
1938-39 1945-46 
(8 months to 25-446) 

U.K. ee ie 402,000 124,000 

Europe, etc. ans 826,000 141,000 

China, etc. ei 851,000 122,000 
Japan aa ae 1,288,000 — 

U.S.A.., etc. .. Noseparate figures 170,000 

Others... .. Noseparate figures 31,000 

3,367,000 588,000 





The above analysis deals only with matters peculiar to 
Indian cotton, but mention must be made of imported cottons 
also. Throughout the war period, with certain interruptions, 
cotton continued to come in from Africa, the Sudan and Egypt, 
but other growths were not normally available to this market, 
a primary reason in certain cases being the exchange difficulty. 

Quotas from Africa and the Sudan were allotted at fixed 
prices and a buying commission was created in Egypt to handle 
that style. 

Recently, the Government has permitted the import of 
cotton from outside the sterling area, and following this nearly 
60,000 bales of Peruvian Tanguis have been booked. This was 
occasioned largely by the small African crop which has resulted 
in a reduction of India’s quota from this source and so neces- 
sitated replacement elsewhere for her 40’s counts. 


“ Futures"’ Contract.—Prior to the outbreak of war, 
the Broach contract (as it was then termed) ruled between 
Rs.147 and 175? per candy. On the outbreak of war, prices 
advanced sharply, but after Dunkirk prices fell to Rs.149. 
They subsequently fluctuated within the wide range of Rs.321/- 
and 142'- until July, 1942, when a new contract named the 
Indian Cotton Contract was introduced. The basis of this 
was Fine M.G. Jarilla staple 3/4 in. The innovation was 
necessitated by the changes in the Indian crop. The new 
contract opened at Rs.355} on July r5th, 1942. Prices ruled 
from Rs.370 to Rs.300}. In the following year, 1942-43, 
prices rose to Rs.674/- which resulted in a Government 
Cotton Order prohibiting trading. This ban was lifted on 
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October 27th, 1943, subject to certain restrictions, and the 
opening price was Rs.471. The high and the low points 
touched during 1943-44 were 478 and the floor price of 
Rs.400/— as fixed by the Government. Trading in New Crop 
1945, was suspended till September 19th, 1944, when I.C.C. 
March opened at Rs.434}. Fluctuating very widely, the 
contract declined to Rs.350/-, the new floor, but from that 
level it recovered to Rs.4g1} in 1946 on the fundamental 
strength of the statistical position. 

To sum up, it can be said that the chief features of the 
current cotton position, compared with that before the war, are : 


1. The shortage of cotton currently grown in India, 
relative to mills requirements. 

2. The desirability of keeping Indian cotton in the 
export trade. 

3. bees shortage in mill production relative to consumer 
needs. 


The first two are, in fact, interlocked and can be discussed 
together. The position has been, for many years, that India 
has imported cotton for counts above 30’s, which she does 
not grow herself, whereas she has exported not only what 
she cannot spin herself, but also usable mill cotton which 
was surplus to requirements. 

India could continue this policy for only a short time 
longer, since once the desirable styles in the carry-over (and 
there is much undesirable cotton in it) are exhausted, she 
would have to import cotton for 30’s and below. In short it 
becomes a race between the exhaustion of the carry-over and 
the increase in cotton production. 

The vital necessity of growing more food at the expense 
of cotton suggests that the carry-over will be exhausted before 
more cotton is produced. The Government of India con- 
sequently decided to take drastic action and on April 13th 
Indian cotton exports were made subject to licence and the 
export of staple 13/16 of an inch and above was totally pro- 
hibited. It is also understood that a maximum of 800,000 
bales, possibly 1,000,000, will be allowed for this season. 
Unless the new crop in India is to be a failure, this certainly 
will go a long way towards assuring the supply, while in an 
emergency cotton could be imported. The latter expedient 
might, however, be an expensive business. 


40 
None of this, mye assists the export business except 


in so far as our less desirable styles are concerned. However, 
it is rightly accepted that the export side of the equation must 
be reduced, and one can only hope that, whenever increased 
production of cotton is considered, a careful eye will be kept 
on the export market. Certain short staple styles, which are 
more attractive for export than for mill consumption, do, in 
fact, pay the grower relatively well having regard to the high 
yield of cotton received from the seed employed. 

The third factor now presents itself. Cloth and yarn 
production cannot now be increased to any great extent 
without the introduction of new machinery. This again has, 
for some time past, been engaging the attention of Government. 
Last year a committee was appointed and made its report to 
Government, which has now accepted in principle many of its 
recommendations. 

It is proposed to expand the 4,800 million yards of mill- 
made cloth to 7,200 million yards. This is not feasible at 
present and so the target for the next few years has been set 
to create 2? millions new spindles in addition to the 10} million 
now operating. This new spindleage will produce an addi- 
tional 1,700 million yards of mill cloth. Together with the 
handloom production, this should produce about 18 yards per 
head of population and also permit 10 per cent. of the total 
production being exported. 

The guiding principles behind the erection of these new 
spindles and the mills to contain them (some 68 if calculated 
at the rate of a declared economic unit, viz. 25,000 spindles 
and 600 looms) is that the situation is to be planned on an 
All-India basis, so that they may be sited throughout the 
country so far as practicable, and not just in one or two selected 
areas. In this way, employment would be spread out. 

The handloom industry is to receive encouragement, and 
with this end in view, 25 per cent. of the new spindleage is to be 
left uncovered by looms. 

Much time is bound to elapse before any substantial 
part of this programme can be in operation. Some alleviation 
may come from a decrease in demand, which is not unlikely, 
since Government spending in the country, due to war, is 
= decreased, leaving the masses with less money to 
spend. 
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STATISTICS 


Introductory Statement 
By R. A. Wilson 


N the end pages of this and subsequent issues of the REVIEw 
we shall present in tabular or graphic form a limited and 
carefully chosen amount of statistical information. 


In the selection and manner of presentation of these 
statistics we shall have certain well-defined objects in view. 
We shall not attempt to make these pages a comprehensive 
record of the financial and economic activities of this and 
other countries. Only the main figures relating to public 
revenue, expenditure and debt, to national income and 
product, to our external trade and to the banking system will 
be given regularly for record purposes. But from the great 
mass of statistical information available in such publications 
as the Monthly Digest of Statistics, the Board of Trade Journal, 
the Ministry of Labour Gazette and the general Press we shall 
extract and comment upon for our readers’ benefit items 
which have special significance and importance, or which 
illustrate articles appearing in the Review. We shall focus 
attention on the progress made in our reconstruction at home 
and the development of our trade abroad by a series of selected 
indices. Comparative figures will also be given of the economic 
activity of the U.S.A., the Dominions, India and other countries. 

In general, by selection and comment we shall try to keep 
our readers abreast of all the more important trends in finan- 
cial and economic affairs. 

Finally, we would express the opinion that in spite of much 
progress made in recent years there is still room for more pro- 
gress in statistical research and still too much reticence in the 
publication of available data. 
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A Note on Definitions 


GOVERNMENT WHITE PAPERS containing statistics have 
their own vocabulary of technical terms. The words employed 
in this particular connection are not always intended to convey 
the more familiar meaning, but rather to restrict their general 
significance. For this reason a glossary of terms seems 
appropriate. 

PERSONAL INCOME includes, in addition to the income of 
persons proper, that of non-profit-making bodies such as 
charities. 

PRIVATE INCOME iS mcce up of personal income plus 
“ other private income.” The latter item represents that part of 
the receipts of companies and other profit-making bodies which 
is not paid out in wages, salaries, rent, interest and dividends, 
i.e. ‘‘ other private income ” comprises the sums available for 
payment of company taxes and those retained as undistributed 
profits. 

TRANSFER PAYMENTS are incomes other than those earned 
by current economic activity ; typically, pension payments or 
unemployment allowances. The distinction between an earned 
income and a transfer payment is brought out very clearly 
by the treatment of payments made to members of the Armed 
Forces. The defence of the realm is treated statistically as 
part of the net national product, so that the pay and allowances 
of the Armed Forces are classed as earned incomes. On the 
other hand, the pay and allowances of members of the Armed 
Forces on release leave, and the war gratuities and post-war 
credits of members of the Armed Forces, are not regarded as 
payable in return for services currently rendered and are 
consequently treated as transfer payments. 


Another example is to be found in the treatment of 
interest. Interest on industrial capital is treated as part of the 
national income (the contribution to the national income of 
the capital so employed), whereas national debt interest is 
treated as a transfer payment. 


Factor Cost.—Goods or services may be valued either 
at market price or at factor cost. Market value includes that 
part of the price attributable to any indirect taxes, but excludes 
subsidies ; factor cost excludes indirect taxes but includes 
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subsidies, and thus measures the incomes received by the 
factors, i.e. those engaged in producing the commodity. The 
divergence between market price and factor cost is, of course, 
greatest in the case of those products, such as tobacco and 
alcoholic beverages, where indirect taxes mike up the greater 
part of the market price of the product. The sum of all the 
payments made to the factors of production (including the 
pay and allowances of the Armed Forces) is, of course, the 
net national income at factor cost. 


Gross AND Net NATIONAL Propuct.—In some contexts 
the gross or net national income at factor cost is the appropriate 
concept to employ, in others the gross or net national product 
at market value. The gross national product includes sums 
required for depreciation and maintenance of capital; the 
net national income is the residue left after amortizing capital, 
and which may thus be properly regarded as the national 
output for the year in question. The sum of the market 

rices of all the goods produced during the year, after providing 
or replacement of the capital used up in their production, is 
the net national income at market price. It is equal to the net 
national income at factor cost plus indirect taxes net of subsidies, 
less depreciation allowances. Since the total of incomes paid 
out in any year necessarily equals total expenditure during 
that year (being simply another way of tockinn at the same 
set of transactions) the terms national income, national product, 
national outlay or national expenditure may be used inter- 
changeably to denote the same monetary magnitude. 











PUBLIC REVENUE AND EXPENDITURE 


























| 1937/8 | 1944/5 | 1945/6 | 19467 
Actual. | Actual. | Estimate. Actual. Estimate, 
REVENUE— /£ mn. | £ mn. | £ mn. | £ ma. | £ mn 
Income Tax ° oe -- | 298 | 1,317 | 1,350 61 | 1,111 
i. «a & « e«) Ot Sl a) oe) oe 
ek a os ss oo “pal aa | 2a 115 | 120 | 140 
Stam oe | 24 | 17 19 | 25 29 
National Defence Contribution oe | 1 | 3 | 500 | 42 32 
Excess Profits Tax... o | 477 | 431 |{ 35 
Other Inland aE 2 st 1 4 1 
Customs ° es os | 222 579 | 6589 570 | 6595 
Excise . ee oe ee «- | 114 497 641 541 | 592 
Motor Duties oe 35 29 30 43 45 
Surplus Stores and Trading Services... _ _- | — _- | *200 
Wireless Licences oe 10 5 | 5 5 | 5 
Crown Lands .. ee oe | 1 1 | 1 | 1 | 1 
Sundry Loans—Receipts ee eo | 5 7 11 | ll | 15 
Miscellaneous oe ee 14 90 23; Tl | @ 
SELF-BALANCING— 
Post Office and yo 4 | 7% | ll? 14 | 16) 172] 
Income Tax on Post-War tends of 
Excess Profits Tax .. j;— |= _— | 1; — 
TOTAL oe oe oe 948 | 3,355 | 3,379 | 3,401 3,282 
EXPENDITURE— | | | | 
National Debt .. «| 216 | 415 465 | 455 | 490 
Payments to Northern Ireland et 9) WwW); i | 12 20 
Issues to National Land Fund saat Ce ee Ce Cee 50 
Other Consolidated Fund Servis :.| 3 /| 7{| #8 | 8| 8 
Total... 6. + | 228 | 432 | 484 | 475 | 568 
| | | | | 
Sinking Fund ll | 5); — 10 _— 





Total .. oe oe «| 239 | 437 | 484 485 568 


Supply Services—Defence .. «| T197)} | 1,192 
Gui 2.22 | “aos y| 5626 | 5,343 | 49994) 210% 





Total... «. «. «+ | 844 | 6,063 | 5,827 | 5,484 | 3,886 


SELF-BALANCING— | 





Post Office and Broadcasting . 7 | 4117 114 | 116 121 
Post-War refunds of Excess Profits Tax a a — 1 — 
TOTAL oe - ee 920 | 6,180 5,941 5,601 4,007 





t Does not include £65 millions met out of loans under the Defence Loans Act. 


* Up to March, 1946, the proceeds of Surplus Stores had realised £62 mn. which was 
deducted from the Vote of Credit expenditure of the Departments concerned. 
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x NATIONAL INCOME AND PRODUCT 
a 1938 1939 | 1940 1941 1942 | 1943 | 1944 | 1945 
46/7 Personal income be- £ mn.| £mn.|/ f£ mn. £ mn. £ mn.| £ mn.| £ mn. | £ ma. 
mae. fore tax .. 4,772 | 5,010 | 5,720 | 6,400 7,087 | 7,643 | 8,019 | 8,351 
— Plus Other private 
= 2 income before tax. . 259 | 369 615 919 962 | 980 975 900 
11 | t 
80 Private income before | 
140 tax.. ee -- | 5,031 5,379 | 6,335 | 7,319 | 8,049 | 8,623 | 8,994 | 9,251 
2 6 OC Less Transfer pay- | 
35 & ments from public 
be authorities to the 
1 | private sector —475 | —469 | —484  —522 —581 | —652 | —724 | —89l 
595 
592 Private income from 
45 : current ecneanie | 
200 I activity 4,556 4,910 | 5,851 _ 6,797 7,468 7,971 | 8,270 | 8,360 
5 ‘ Plus Public “income 
1 g from trading pro- 
15 7 perty, etc... ° 54 50 71 89 132 147 131 123 
22 “ 
—— ; National income (or | 
61 r net product at factor 
cost) se -» 4,610 4,960 5,922 6,886 7,600 | 8,118 | 8401 8,483 
Plus Sums allowed for 
121 3 depreciation and 
Le maintenance 475 485 505 515 520 520 520 520 
= 5 
—— | Gross national pro- 
82 4 duct at factor cost 5,085 5,445 | 6,427 7,401 8,120 | 8,638 8,921 | 9,003 
—— Plus Indirect taxes net 
of subsidies 601 669 827 1,089 1,207 1,295 1,256 1,188 
90 Gross national pro- 
20 duct at market 
50 value 5,686 | 6,114 7,254 8490 9,327 9,933 10,177 10,191 
8 
68 DISPOSITION OF PERSONAL INCOME 
~ { Direct Taxes. | Indirect Taxes. Consumption | Savings 
68 Personal 7 7 
Income. 
92 Year. Asa Asa | Asa Asa 
yA % of % of % of % of 
26 + £ mn. £mn. | Person mn. | Personal) £ Personal £ mn. | Personal 
— Incom:. Income. Income. | | Income. 
86 
1938 4,772 468 9-8 558 | 11-7 | 3,602 | 75-5 | 144) 3-0 
21 1939 5,010 492 9-8 612 | 12-2 | 3659 | 73-1 | 247 | 4-9 
“ 1940 5,720 608 | 10-6 700 | 12-2 3,796 | 66-4 | 616 | 10-8 
— 1941 6,400 793 | 12-4 882 | 13-8 | 3,839 | 60-0 | 886 | 13-8 
07 7 1942 7,087 900 | 12-7 994 | 14:0 4,010 | 56-6 | 1,183 | 16-7 
—- 1943 7,643 1,163 | 15-2 1,076 | 14:1 | 4,006 | 52-4 1,398 18-3 
1944 8,019 1,349 16-8 1,050 | 13-1 4,285 | 53-5 | 1,335 | 16-6 
1945 8,351 1,443 | 17-3 1,063 | 12-7 4,582 | 54-9 | 1,263 | 15-1 
was 





Source : 





4 * Includes provision for accrued taxation. 
White Paper Cmd. 6784. 
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DISTRIBUTION OF PRIVATE INCOME BY RANGES 
OF INCOMES 





| 


Total income after 


Proportion of income 























income tax and before tax 
surtax (") at retained after 
Number | Total deduction of taxes at 
Range of income before tax of | income ¢ 
incomes | before f 7 
tax 1938-39 | 1944-45 1938-39 | 1944-45 
000’s | £ million rates (*) rates rates _|_—irates 
£ million Per cent. 
PrivaTE INCOME IN 1938— 
Private income at the disposal 
of individuals (*) which can be 
allocated to different ranges— 

Under £250 (9) .. oe ee 2,681 2,676 2,616 99-8 97-6 
250-£500 1,745 595 578 499 97-1 83-9 
500-£1,000 500 350 311 244 88-9 69-7 

£1,000-£2,000 195 270 224 160 83-0 59-3 

£2,000-£10,000 ee 97 360 256 170 71-1 47-2 

£10,000 and over .. os 8 170 84 35 49-4 20-6 

Unallocated private income .. — 605()} 499 82-5 
Total private income .. os 5,031(4)| 4,628 92-0 
PrIvATE INCOME IN 1944— 
Private income at the disposal 
of individuals (*) which can be 
allocated to different ranges— 
Under £250 (’) ee oe 3,569 | 3,560 | 3,479 99-7 97-5 
500 5,200 1,830 1,785 | 1,590 97-5 86-9 
500-£1,000 1,400 | 995 896 730 90-1 73-4 

£1,000-£2,000 520 | 729 606 454 83-1 62-3 
2,000-£10,000 + 117 | 415 294 | 195 70-8 47-0 
10,000 and over .. as 8 155 80 | 30 51-6 19-4 

Unallocated private income .. — | 1501(4 | 573 44-0 
Total private income . — | 39944) | 7,051 78-4 








(*) The estimates of income in this table relate to calendar years; the tax-rates used are those that were 


current in the fiscal years 1938-39 and 1944-45. 


A married couple is for income tax purposes counted as one individual. 


) 
wot a! 


tog 


ransfer payments, other than Laterest on the national debt, have been included in the incomes 


) Including all liabilities for National Defence Contribution and Excess Profits Tax, which are deducted 
ft with income tax in arriving at retained income. 


NUMBER OF INDIVIDUALS (') IN DIFFERENT RANGES OF 
NET INCOME ASSESSED IN 1938-39 AND 1944-45 





Range of income | 








1938-39 1944-45 
after tax 

£150-£250 4,500,000 7,400,000 
£250-£500 1,820,000 5,050,000 
£500-£1,000 | 450,000 | 830,000 
£1,000-£2,000 155,000 | 186,000 
£2,000-£4,000 56,000 | 33,050 
£4,000-£6, 12,000 | 890 
£6,000 and over | 7,000 | 60 
ars 7,000,000 13,500,000 





(*) A married couple is for income tax purposes counted as one individual. 


Source: White Paper Cmd. 6784. 
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CURRENCY CIRCULATION. 

















































Weekly averages 
— ith Held by Totals of 
Bank of Held Held : 
~ &F YEAR England | Scottish | Ne insh a. | Ga | 
7” Reserve Banks Banks Banks Outstanding 
~45 Z ea me fs va i a oT one cs ‘ 
es Y a eee 41 25 4 129 459 658 
1940 34 29 5 138 525 731 
1941 34 32 7 142 608 823 
—— mm 1942 37 42 9 147 769 1,00 
> 1943 38 52 12 149 3 1,184 
Me 61044 4. oe 32 59 14 154 1,105 ,364 
3 So 28 ra) 14 148 1,262 1,518 
> 196 (1st Quarter) .. 67 67 15 148 1,318 1,615 
‘6 Ee 
9 - THE NATION’S “CASH” SUPPLY AND THE GROSS PRODUCT. 
‘7 
> 12000 
6 Pg FS A | 
— Millions E Saat) = 
i> 167) | 
- 11000 ' 
| 
‘5 
‘9 
4 
‘3 
‘0 
4 
‘0 
4 
were 
omes 
scted 
YF 
TIMATED CURRENCY CIRCULATION 
‘938 1939 1940 /94/ 1942 1/943 (944 1945") 
/ST QUARTER 1946 


















Net Bank Deposits = Deposits less advances and less balances with other banks and items in course of collection. 
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EXTERNAL TRADE OF THE UNITED KINGDOM. 














] Jan. to 

1938 | 1939 1940 | 1941 | 1942 1943 | 1944 | 1945 March, 

| = 

£ ma. | £man. £mn./£mn.|£mn. £mn.|£mn.| £mn. £m, 

Imports oe -- 919 | 886 1,152/1,145| 996 1,232/1,306 1,101 279 

Exports—U.K. Goods 471 | 439 411} 365] 271 233; 258 393. 18 

Re-exports .. ‘ 61 46 26; 13 5 6 7 50; 12 
Surplus of Retained 

Imports ee oo | 387 | 401 715 | 767| 720 993 /1,041, 658 8% 











Source: Board of Trade. 


EXPORTS OF THE PRODUCTS AND MANUFACTURES OF 


Date 


THE UNITED KINGDOM. 
Values in £ mn. Volume : 1938 = 100. 





Foop, Drink 


AND MANUFACTURES 
Tosacco 


CoaL 





Value Volume Value Volume Value Volume Value Volume Value | Volume 





1938 (Monthly 

















: anes 30 100 3-4 100 31 100 2:6 100 39:1 10 
January 5:3 ) 46-2 ) 0-9 ) 4-6 ) 57-0 
February 4-5 8 50:0 - 91 O-7 14 47 87 59-9!) 84 
March 5-4 | 56:0 || 0-9 J a7, 67-0 J 
April 4-9 85* 59-0 106* 0-9 15* 4-6 85* 69-4 95* 

Source: Board of Trade. * Based on prices of preceding period. 
Co meoars Lexporrs EXTERNAL TRADE orf tHe | 
Mo. re-exporrs “9°04 5 UNITED KINGDOM aaa | 
106 _ | -Monthly Vaives- 100 | 

ry) r] ] 
90 — 
60 60 
40 Yj 40 
| 
20 i y 20 | 
4 1 
JLB BS Sa. Es 
1938 Jan. Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Maran | F 
Monthly 1945 1946 
Averege ih 
ed 
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49 
WHOLESALE PRICES 


























Tan. to 
March, | Unrtep KIncpom * (asp 183 = 
1946 (Average 1938 = 100) . 
fm. @ | Food and | Materais | Building 
” ood an teria uilding : 

ia & | Tobacco. and Materials. All Items. All Items: 

2 § Manufactures 

a3 Me 1999 ««. «2 ee | 3100 101-9 100-7 101-4 | ~—:100 
Leal b 140 .. «. | 1364 133-7 117 134-6 | 103 
or © 4 150-2 150-4 133-9 150-5 113 

m ie .. .. 161-1 154-6 139-2 157-1 129 

__ «Bw .. «| 164-4 158-3 143-8 160-4 134 
, B14... 162-4 164-4 147-3 | = 163-7 135 
sane ae 162:5 168-5 150-3 166-5 133 
——  April,1946 —.. 163 173-5 157°5 170 147 

100 q Sources: * Board of Trade; t¢ U.S. Bureau of Labor Statistics. 

| oF 
J ; WAGE RATES AND RETAIL PRICES 

5° § 
od. 2 UNITED KINGDOM | U.S.A. fF 

| r * Weekly Working Class Cost of Living * 

yi Wage (September, 1939 = 100). Allt | Cost of 

‘if Year Rates. Con- 

Mn! i (Sept. Fuel umption | Aeege: 
ol oe 1938 =| Food. Clothing) and | Rent. |\Allitems| Goods. : a= 
if 100.) Light. 00.) 

* © 1939..) 100 102 103 101 100 102 103 99 
A\ | i40..) i 119 137 115 101 119 120 100 
,\* m 141../ 121 122 177 125 101 128 137 | 105 

142..| 130 117 192 129 101 129 147 117 
1943... | 135 120 169 134 101 128 155 124 

H 194..) 142 122 166 | 141 101 130 155 | 126 
(mm 145 ..| 149 123 167 150 102 131 158 128 
Apl1946 158 122 | 166 151 102 131 131 











Sources: * Ministry of Labour; + U.S. Bureau of Labor Statistics; t¢ Index derived 
from Budget White Paper Statistics. 
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LONDON CLEARING BANKS. 
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Balances 
Coi 
Notes | Other | Money 
PERIOD Deposirs and at Bills Treasu 
(Monthly Balances ,,29¢. Call is- | Deposit | IY€St~ | advances 
Averages) at Itemsin and counted Receipts ments 
Bank of | Course | Short 
| Current | Deposit Total | England “ Col- | Notice | 
ection 
mn. | £ mn. ma. | £mn. | £ mn. mn, mn. mn. | £ mn. mn, 
rose. | Fd97| F982) S216 | “one” | ©™™ | Ema. | Ema | £m eas | “see 
1937 -- | £1,233) £1,011 | 2,287 235 62 167 281 _ 652 954 
1938 es 1,244 1,0 2,277 241 60 151 2 — | 637 976 
1939 ee 1,252 2,248 244 —C 67 149 | «#269355 | _— | 608 991 
1940 ee 1,487 1,018 | 2,506 268 87 148 | 369 — 666 955 
1941 ee 1,885 1,085 | 2,970 311 107 134 231 | 495 894 858 
1942 2,148 1,128 | 3,275 345 ~—|—séd2zSMSGS 1335 | 234 642 1,069 | 1797 
1943 e 2,455 1,222 3,677 387 | 123 152 | 185 1,002 1,147 747 
1944 e 2,765 1,388 4,153 437 131 180 171 1,387 1,165 | 1750 
1945 ° 3,127 1,566 4,692 492 141 206 | 188 | 1,811 1,157 | 1768 
1946. 3,135 1,594 4,729 496 143 248 361 =| «1,493 1,230 | 829 
1D. an oe 3,078 1,606 4,684 483 143 243 340 1,468 1,241 837 
Mar. »» «- 3,143 1,606 4,749 493 154 253 379 1,443 | 1,246 | 853 
oo 3,242 1,623 4,865 509 | 162 271 | 433 1,449 1,282 834 
ae 3,239 1655 | 4,894 509 153 301 470 1,374 1,322 848 
t England and Wales only. 
tr 
6000 : T 
het r«©* ms | 
Million | 
5500 LONDON CLEARING BANKS 
| 
SOOO} ASSETS STRUCTURE 
4500+ 
j | 
| 4000} 
| 
| | | | 
| 3500; | 
| | 
| 3000} 
| 
} | 
25007 | 
5 ‘< 
SSE ELE Sw" 
ees CASH, BILLS 
j 
1soO 
INVESTMENT 
1000 
Ve, 
$s 
DVANCE 
1936 4937 1938 4939 /940 /94/ 1942 1943 /944 1945 
IST. QUAR 
— MONTHLY AVERAGES — ae 
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DISTRIBUTION OF THE WORKING POPULATION OF 
GREAT BRITAIN 
| 


, ° ‘ 3lst 31st 30th 
1989 | 1983 | 1945 | Decr March, | Apri 
1945 1946 1946 








Total working population (*) .. | 19,750 22,281 | 21,569 | 20,969 20,521 _ 20,427 
Unemployed (*) - “s 1,270 80 143 1,035 1,247 1,211 





18,480 | 22,201 | 21,426 | 19,934 19,274 | 19,216 














H.M. Forces, etc. (*) .. ae 557 5,077 | 5,219 3,960 2,861 2,594 
Employed on Supplying the 

Forces . 1,270 5,180 3,887 1,790 1,088 957 
Home civilianemployment .. 16,653 11,944 | 12,320 14,184 15,325 15,665 
Manufactures— 

Metals and chemicals os 2,036 923 1,214 2,334 2,846 2,960 

Other manufactures os 3,634 1,746 1,827 2,253 2,563 2,655 

Total manufactures (*) ee 5,670 2,669 | 3,041 4,587 5,409 5,615 
Basic industries and services .. 4,681 5,027 | 5,111 5,112 5,195 5,237 
Building and civil engineering. . 1,310 726 722 895 1,015 | 1,084 
Distributive trades .. a6 2,887 2,009 1,958 2,050 2,110 2,132 
Other services .. ne os 2,105 1,513 1,488 1,540 1,596 1,597 
Home civilianemployment .. 16,653 11,944 | 12,320 | 14,184 | 15,325 15,665 





Source: Ministry of Labour Gazette. 
(*) Excluding private domestic service. 
(*) Including former members of H.M. Forces who have not yet taken up employment. 
(*) Including auxiliary services, Civil Defence, National Fire Service and Police 
(*) Of the numbers shown, 990,000 were employed on exports in mid-1939, 417; 000 in 
mid-1945, 1,181,000 on March 3lst, 1946, and 1,236,000 on April 30th, 1946. 
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INDIA 


Wholesale Prices and Cost of Living. 





Wholesale Prices Cost of Living 
End of March (1939 = 100) | 4933-4 = 100) 





1939* | 100.3 102 
1940 | 127.5 | 106 
118.8 
145.6 
213.5 
232.1 
247.8 
253.2 





*End of August 


INDIA—PUBLIC DEBT. 





| Total Debt 


Rupee Debt Sterling Debt Expressed in Pounds 
Sterling (Lakh = £7,500) 





Lakhs Thousands | Millions 
7,09,96 | 351,844 2 
7,27,79 332,414 
8,61,17 258,698 
9,41,00 158,026 
12,06,18 41,694 
13,42,69 29,363 
15,71,85 28,350 
19,26,90 28,096 














* Excluding Railway Annuities. f Preliminary figures. 
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UNITED STATES OF AMERICA. 
Money and Credit 











on | Total Reserve Demand | Excess Reserves 
End of Money in | Gold Stock | Bank Credit Deposits xc 
Year Circulation (@ $35 peroz.) | Outstanding Adjusted * Member Banks 
$ mn. $ mn. $ mn. $ mn. $ mn. 
1939 7,598 17,644 2,593 29,793 5,209 
eo | pas 0 eee | Gos 1 
y 2l, 236 
1944 25,307 20,619 19,745 66,930 1,284 
1945 28,515 20,065 25,091 75,900 1,498 








Source: Federal Reserve Bulletin. 
* Less inter-bank and U.S. Government deposits, and less items in course of collection. 


THE BALANCE OF INTERNATIONAL PAYMENTS 
OF THE U.S.A. 





944 1945 * 


1939 1940 1941 942 1943 | 
$ mn. 


| 
1 
$mn. | $mn. $mn. | $mn. $ mn. 
| 


ou. 





RECEIPTS FROM FOREIGN COUNTRIES— | | 
Merchandise Exports 3,177 3,975 4,675 | 3,129 2,75. 





ee 3 3,248 | 4,689 
Income on U.S. Investments Abroad. . 541 612 568 | 515 454 454 | 516 
Other Current Transactions .. oe 596 590 696 721 626 618 | 1,573 








Total Current Transactions ee 4,314 | 5,177 5,939 | 4,365 3,833 | 4,320 | 6,778 
| 
| 
| 
t 





Gyn Transactions (net)— 

mg Term .. pe “a - 27 - _ — 70 issj| — 
Short Term .. ee ee ee 1,470 833 _—- -— 165 258 a 
Total Receipts .. .. «. 5,811 | 6,010 | 5,939 | 4,365 | 4,068 | 4,716 | 6,778 

| | 

PAYMENTS TO FOREIGN COUNTRIES— } 
Merchandise Imports . ee 2,318 2,693 3,410 | 53,156 3,562 4,159 | 4,299 
Income on Foreign Investments ee 250 300 190 | 164 157 157 | 180 


Other Current Transactions .. ee 1,034 859 1,065 1,494 1,889 1,733 | 2,376 





Total Current Transactions oe 3,582 3,751 4,665 | 4,814 5,608 6,049 | 6,855 


| 

| 

Capital Transactions = | 
lees T | 

| 





erm .. oe oe - 51 657 | 8 _ — | 1,78 
Short Term .. ee ee ee - - 297 117 _ - |i- 
Total Payments .. oe e. | 5,582 3,802 5,619 4,939 5,608 6,049 | 8,665 





| 

| 
Excess of Receipts (+) or Payments (—) +2,229 |+2,208 | +330 | —574 |—1,540 |—1,333 |—1,885 

| 





SETTLEMENT OF BALANCE— 
Gold Reserves ee ee ee oe —3,018 —4,095 —572 +115 +735 |+1,305 | +506 
Official Dollar Balances ee ° +6835 —101 +377 |+1,053 +186 | +1,484f 





Net Inflow (+) or outflow (—) .. |—3,018 |—3,413 —673 +493 |+1,787 |+1,491 | +1,990 








Unexplained Items «. 82s. es | +789 | +1,204 | +353 +83 | —247 | —158 | —155 
I i 














Note.—Figures are estimates derived from “‘ The Statistical Abstract of the United States.” Lease-Lend 
a8 See one transactions are excluded, except Lend-Lease exports for which cash re-imbursement 
was recei 

* Figures derived from “ Fi Ww ” of 19.i1.1946, 

t Includes also net tat LB ~~ 














